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Major reorganization at DHEW: 
^Bureaucrats try to adjust; 
Califano decision faces test 
WASHINGTON, D.C.—A major reorganiza-
t i o n o f the massive Department of Health, 
Education and Welfare by Secretary Joseph 
A. Ca l i f a n o , J r . , has s h i f t e d the PSRO 
program from the Public Health Service i n -
to the newly created Health Care Financing 
A d m i n i s t r a t i o n , a t r i a d comprising Medi-
care, Medicaid and a new q u a l i t y c o n t r o l 
agency. 
The secretary has appointed Robert A. 
Derzon as the ad m i n i s t r a t o r of HCFA. 
Derzon, who c u r r e n t l y i s the d i r e c t o r of 
ho s p i t a l s and c l i n i c s f o r the U n i v e r s i t y 
of C a l i f o r n i a a t San Francisco, i s expected 
to begin work by mid-May. 
Although an a s s i s t a n t secretary f o r 
h e a l t h had not been named o f f i c i a l l y by 
ear l y t h i s month, the nod was expected t o 
go to Christopher C. Fordham I I I , M.D., 
head of the U n i v e r s i t y of North Carolina 
Medical School a t Chapel H i l l . 
GATHERING LOOSE ENDS 
Meanwhile, hundreds o f loose ends r e -
mained t o be t i e d i n t o the reorganized 
department, a job assigned t o a h i g h - l e v e l 
task force headed by Don Wortman, who had 
been at the helm at the Social and Reha-
b i l i t a t i o n Service and i s now a c t i n g admin-
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Congress weighs PSRO role 
in curbing fraud in 
Medicaid and Medicare 
WASHINGTON, D.C.~The n e a r - f i n a l form 
of a House b i l l aimed at fraud and abuse i n 
Medicaid and Medicare emerged l a s t week from 
the Ways and Means Committee w i t h an amend-
ment g i v i n g an i m p o r t a n t — b u t l i m i t e d — r o l e 
t o PSROs i n a n t i - f r a u d a c t i v i t i e s . 
The b i l l would r e q u i r e PSROs t o cooper-
ate w i t h f e d e r a l and st a t e agencies i n v e s t i -
g a t ing f r a u d by " i d e n t i f y i n g and i n v e s t i g a -
t i n g cases or patterns of fraud or abuse," 
and would r e q u i r e the DHEW secretary t o 
give p r i o r i t y t o a PSRO's request t o review 
"shared h e a l t h f a c i l i t i e s , " some of which 
have been c a l l e d Medicaid m i l l s . 
ARBITER OF QUALITY 
A PSRO section of the b i l l , unrelated 
to the a n t i - f r a u d p r o v i s i o n s , contains other 
amendments t h a t would ge n e r a l l y strengthen 
PSROs' p o s i t i o n as the a r b i t e r of medical 
q u a l i t y f o r Medicare and Medicaid programs. 
One such amendment gives t o the PSRO, 
i n making i t s review d e c i s i o n , the "conclu-
sive a u t h o r i t y " f o r payment from Medicare. 
Adoption o f the amendment would remove the 
ambiguity over whether the payment agencies 
w i l l accept the PSRO's decision. 
The b i g unanswered question i s whether, 
when the b i l l goes t o the h e a l t h subcom-
mit t e e of the House I n t e r s t a t e and Foreign 
Commerce Committee, i t w i l l emerge w i t h the 
same amendment t o cover Medicaid. (The 
Commerce Committee has j u r i s d i c t i o n over 
Medicaid, w h i l e Ways and Means oversees 
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i s t r a t o r o f HCFA. For Wortman, those loose 
ends w i l l mean r e s o l v i n g the fragmentation 
t h a t f o l l o w e d t h i s o r g a n i z a t i o n a l s h i f t : 
For instance, the S o c i a l Security Admini-
s t r a t i o n was l e f t t o continue t o accept 
Medicare a p p l i c a t i o n s , process claims and 
provide the program's computer services, 
w h i l e the Bureau o f Health Insurance 
moved i n t o HCFA. Another example o f the 
s h i f t i s t h a t the N a t i o n a l PSR Council 
remains under the PHS, whi l e the PSRO 
program has moved t o HCFA. 
Califano borrowed a page from h i s 
e a r l i e r government experience, as recounted 
i n h i s book, A P r e s i d e n t i a l Nation, and 
presented h i s changes as a f a i t accompli. 
I n h i s book, which t e l l s o f h i s service 
w i t h President Lyndon Johnson, he r e c a l l s 
several arduous b a t t l e s w i t h Congress 
over executive r e o r g a n i z a t i o n . When he 
made the announcement March 8 t h a t DHEW 
would henceforth be organized along new 
l i n e s ; Califano s a i d he was doing so w i t h -
out the need f o r l e g i s l a t i o n or congres-
s i o n a l approval. The changes, he s a i d , 
had been approved by President Carter and 
were e f f e c t i v e immediately, even though i t 
might take several months f o r the reorga-
n i z a t i o n t o be completed. 
THE BARD HELPS OUT 
Wi l l i a m B. Miinier, M.D. , d i r e c t o r of 
the O f f i c e o f Q u a l i t y Standards, charac-
t e r i z e d Califano's move f o r the March 2 1 
National PSR Council meeting w i t h a l i n e 
from Macbeth: ' I f i t were done when ' t i s 
done, then 'twere w e l l i t were done 
q u i c k l y . ' 
Folded i n t o the HCFA are such u n i t s 
as Social Security's Bureau o f Health I n -
surance (Medicare); the Bureau o f Quality 
Assurance, from the Health Services Admin-
i s t r a t i o n ; the O f f i c e of Long Term Care, 
from the O f f i c e of the Assistant Secretary 
f o r Health; and r e g i o n a l o f f i c e s o f long-
ter*m care standards enforcement. 
With a stroke of h i s o r g a n i z a t i o n a l 
pen, Califano thus wiped out DHEW's 
Social and R e h a b i l i t a t i o n Service, which 
administers Medicaid, f a m i l y welfare and 
other s o c i a l s e r v i c e s , and consolidated 
p o l i c y and a d m i n i s t r a t i o n f o r both Medi-
care and Medicaid Tinder HCFA, whose c h i e f 
w i l l r e p o r t d i r e c t l y t o the secretary. 
Califano i n s i s t e d the r e o r g a n i z a t i o n 
represented no downgrading o f the assis-
t a n t secretary f o r h e a l t h , who, she said 
would continue t o oversee health-systems 
planning and t o set health-care p o l i c y . 
"Indeed, the a b i l i t y o f the a s s i s t a n t sec-
r e t a r y f o r h e a l t h t o shape 'health p o l i c y 
w i l l be increased by t h i s r e o r g a n i z a t i o n 
since he or she w i l l now be able t o pro-
vide p o l i c y d i r e c t i o n t o a s i n g l e person 
responsible f o r health-care f i n a n c i n g , the 
a d m i n i s t r a t o r o f HCFA," he said. 
CLARIFYING THE LINES 
Elaborating on t h i s p o i n t at a news 
conference, Califano s a i d , " I want t h a t 
[ a s s i s t a n t s e c r e t a r y ] t o be deeply i n -
volved i n h e a l t h p o l i c y , and one o f the 
problems t h a t has plagued t h i s department, 
i t seems t o me, has been a confusion be-
tween those who-make p o l i c y and those who 
operate programs. This i s one step t h a t 
w i l l help c l a r i f y those l i n e s a l i t t l e b i t , 
I hope." 
One contrary view i s t h a t o f Charles 
C. Edwards, M.D., a former a s s i s t a n t sec-
r e t a r y f o r h e a l t h , who t o l d PSRO Update, 
" I t h i n k there has t o be a strong h e a l t h 
leadership, but what they've done i s t o 
s p l i t up and fragment t h a t h e a l t h leader-
ship. Although you've s t i l l got an ass i s -
t a n t secretary f o r h e a l t h , a l l the power 
i s over i n t h i s new Health Care Financing 
A d m i n i s t r a t i o n . I t r e a l l y has relegated 
the a s s i s t a n t secretary t o j u s t a s t a f f 
p o s i t i o n . A f t e r we worked so hard t o t i y 
to make the a s s i s t a n t secretary's job a 
meaningful one," Edwards s a i d , " I t h i n k 
i t ' s had i t s legs chopped from under i t , " 
He s a i d i t was a "good idea t o jmt the f i -
nancing programs i n a separate regulatory-
group, but i t should have been put under 
the a s s i s t a n t secretary f o r h e a l t h . " Ed-
wards, who i s a senior vice-president of 
Becton, Dickinson and Co., took o f f i c e i n 
March as the president o f the National 
Health Council. 
As t o what the HCFA o f f e r s PSROs, 
Michael J. Goran, M.D., d i r e c t o r of BQA, 
t o l d the N a t i o n al PSR Co-uncil March 2 1 t h a t 
i t has the " p o t e n t i a l f o r expedited a c t i o n 
through which we can avoid the bureaucratic 
i n f i g h t i n g and delays t h a t we've had over 
the years." 
But, there's another side o f the coin: 
Goran also s a i d there w i l l be "a challenge 
f o r increased performance from PSROs, w i t h 
much less patience f o r delays at the l o c a l 
l e v e l . " 
MISSION NOT CHANGED 
Then, he moved t o the crux o f the i s -
sue: "Some people are concerned t h a t t h i s 
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Health Care Financing A d m i n i s t r a t i o n w i l l 
b r i n g more pressure on PSROs t o be i n t e g r a -
t e d w i t h f r a u d and abuse agencies and w i l l 
[show] more concern w i t h cost containment 
than w i t h q u a l i t y . As f a r as I can t e l l , " 
Goran s a i d , "there's no i n t e n t i o n t o change 
the mission o f the PSRO program. The dual 
o b j e c t i v e s w i l l continue: t o e l i m i n a t e 
waste by e l i m i n a t i n g unnecessary services, 
and thereby producing cost savings, and t o 
improve q u a l i t y . " 
Another reassurance along t h i s l i n e 
came from A c t i n g A d m i n i s t r a t o r Wortman, who 
t o l d the Council , " I t was an o v e r s i m p l i f i c a -
t i o n [on the r e o r g a n i z a t i o n c h a r t ] t o show 
Goran's people i n the same box w i t h what 
some c a l l 'the gumshoes.' There w i l l be 
no attempt t o merge these two," he said. 
The " d e l i c a t e i n s t i t u t i o n " , as he c a l l e d 
PSRO, w i l l continue t o be a separate orga-
n i z a t i o n a l a c t i v i t y from fr a u d and abuse 
a c t i v i t i e s . M 
Congress weighs PSRO role 
in curbing fraud in 
Medicaid and Medicare 
(Continued from pg. l ) 
Medicare.) The matter of review a u t h o r i t y 
has been the focus o f a major c o n f l i c t 
between the states and the f e d e r a l govern-
ment. The issue has centered on whether 
the states would allow the PSRO to be the 
f i n a l a u t h o r i t y f o r Medicaid payments based 
on the PSRO's u t i l i z a t i o n review. The 
Commerce Committee has scheduled A p r i l 19 
and 20 f o r i t s f i n a l mark-up of the b i l l ; 
the h e a l t h subcommittee has said i t w i l l 
concur w i t h most of the current amendments. 
CRACK-DOWN ATMOSPHERE 
The wave o f executive and l e g i s l a t i v e 
enthusiasm i n recent months f o r cracking 
down on c o r r u p t i o n i n subsidized h e a l t h care 
has buoyed the chances t h a t Congress w i l l 
pass a n t i - f r a u d and anti-abuse l e g i s l a t i o n 
soon. 
Gone from the o r i g i n a l b i l l , introduced 
Jan. h by Reps. Dan Rostenkowski ( D - I U . ) 
and Paul Rogers (D-Fla.), are two proposals 
t h a t would have changed the PSRO r e q u i r e -
ments for' ambulatory care and long-term 
care. As i t now stands, the b i l l would 
not a l t e r the sections of the PSRO law t h a t 
c a l l f o r the review o f long-term care before 
a PSRO becomes op e r a t i o n a l and give the PSRO 
the o p t i o n of reviewing ambulatory care. An 
amendment by Rep. Martha Keys (D-Kan.) t o 
open PSRO membership t o nurses was also 
dropped. 
Among the PSRO provisions now i n the 
b i l l are the f o l l o w i n g : 
—A requirement t h a t a PSRO cooperate 
w i t h enforcement bodies i n v e s t i g a t i n g Medi-
care and Medicaid f r a u d and t h a t i t exchange 
data w i t h health-planning agencies; 
—A waiver of d u p l i c a t i v e review r e -
quirements a u t o m a t i c a l l y when a PSRO 
receives a u t h o r i t y t o begin review; 
—An e l i m i n a t i o n o f the program review 
teams of Medicare; 
—A c l a r i f i c a t i o n of the law t o specify 
t h a t there would be no f i n a n c i a l c o n t r i b u -
t i o n s t o the PSRO program from Medicaid 
agencies; 
—Assumption o f the l e g a l costs i n -
volved i n a PSRO's defense against law s u i t s ; 
—An extension of a PSRO's c o n d i t i o n a l 
status f o r up t o kQ months i f necessary. 
PSRO POLICEMEN? 
During hearings l a s t month, witnesses 
disagreed on the r o l e f o r PSROs. One of 
the statements most favorable toward a new 
PSRO r o l e came from John Bussman, M.D., 
president o f the American Association of 
Professional Standards Review Organizations, 
who said, h i s o r g a n i z a t i o n supported the 
general t h r u s t of the proposal as w e l l as 
many of the PSRO changes. One p r o v i s i o n 
supported by AAPSRO but r e j e c t e d i n con-
cept by the American Medical Association 
was the requirement t h a t PSROs cooperate 
w i t h law enforcement organizations i n v e s t i -
g a t i n g f r a u d under Medicare or Medicaid. 
"We favor t h i s provision—PSROs are not 
policemen and we are glad t o cooperate w i t h 
those who are," Bussman t e s t i f i e d . "How-
ever, we want t o assure your committees, 
the Congress and the public generally t h a t 
PSROs, i n d i v i d u a l l y and c o l l e c t i v e l y , are 
very concerned about c o n f i d e n t i a l i t y of 
the data we acquire." 
Statements from other witnesses were 
a l i t t l e l e s s e n t h u s i a s t i c about the PSRO 
changes, i n c l u d i n g those from the AMA, 
United Auto Workers President Leonard Wood-
cock, Blue Cross Association, the American 
Hos p i t a l Association and p a r t i c u l a r l y 
s t a t e o f f i c i a l s from Wisconsin and New 
Jersey. 
Manuel Carba-llo, secretary of the Wis-
consin Department of Health and Social 
Services, said he believed i t was "improper, 
i f not u n c o n s t i t u t i o n a l , t h a t a nongovern-
mental agency should have the a u t h o r i t y t o 
t e l l s t a t e governments how t o spend t h e i r 
d o l l a r s . This i s e s p e c i a l l y the case t o 
the degree t h a t PSROs preempt the exercise 
of p o l i c e powers reserved t o the states by 
the Tenth Amendment," he said. Gerald J. 
R e i l l y , d i r e c t o r o f New Jersey's d i v i s i o n 
of medical assistance and h e a l t h services, 
l i k e w i s e r e j e c t e d the b i l l ' s "heavy r e l i a n c e 
on the PSRO concept." • 
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Short takes from the National Council meeting 
BQA emphasizes new activities 
Now t h a t most c o n d i t i o n a l PSROs have 
moved w e l l along i n h o s p i t a l review, the 
Bureau o f Q u a l i t y Assurance has asked f o r 
PSROs t o emphasize other mandated a c t i v i -
t i e s , i n c l u d i n g two t h a t have received 
l i t t l e a t t e n t i o n u n t i l now: the review o f 
a n c i l l a r y services and o u t p a t i e n t and 
emergency-care services. 
Michael J. Goran, M.D., d i r e c t o r o f 
BQA, t o l d the National PSR Council at i t s 
March 21 -22 meeting t h a t c o n d i t i o n a l PSROs 
w i l l be expected t o give p r i o r i t y t o these 
two a c t i v i t i e s , plus four others i n t h e i r 
contract-renewal year. Those other ac--
t i v i t i e s are: focused or sampled h o s p i t a l 
review; p r o f i l e a n a l y s i s ; monitoring of 
delegated review; and improved approaches 
to medical-care evaluation studies. 
Goran also said t h a t BQA w i l l encour-
age some PSROs t o begin reviewing "Medi-
caid m i l l s " (shared h e a l t h f a c i l i t i e s ) and 
w i l l expand the number of ambulatory-review 
p r o j e c t s from f i v e t o 1 0 . 
LONG-TERM CARE REVIEW 
He said BQA w i l l also be encouraging 
more PSROs t o do long-term care review 
( c u r r e n t l y , 20 are doing so). PSROs had 
been asked t o hold o f f on preparing plans 
f o r review of long-term care, Goran t o l d 
the Council. But, since "we've had d i f f i -
c u l t y g e t t i n g the guidelines issued," he 
said, " w e ' l l be w i l l i n g t o have a PSRO move 
i n t o long-term care review before f i n a l 
g u idelines are ready, as long as the PSRO 
works out an agreement w i t h the Medicaid 
s t a t e agency on the PSRO approach t o long-
term care review," Goran said. "We r e a l i z e , 
however, t h a t i n some states an agreement 
won't be possible u n t i l f i n a l g uidelines 
are out." 
On other matters, Goran reported t h a t 
the i n s t r u c t i o n s t o PSROs on the new 
fi n a n c i n g procedures f o r h o s p i t a l review 
w i l l be mailed out soon. 
The assessments o f c o n d i t i o n a l PSROs 
have begun and w i l l reach a r a t e o f one 
per week by May, he said. These assess-
ments are needed t o determine whether a 
c o n d i t i o n a l PSRO may become o p e r a t i o n a l . 
S t i l l outstanding, Goran noted, i s the 
question of how much in f o r m a t i o n from a 
pr o j e c t assessment may be made p u b l i c . He 
said he expected t o have an answer at the 
next Council meeting. 
Tlie t o t a l number of PSRO organizations 
by mid-March was 105 c o n d i t i o n a l s , 39 p l a n -
nings and 26 organizations t h a t were nego-
t i a t i n g t o become plannings, according t o 
Wi l l i a m B. Munier, M.D., d i r e c t o r of the 
O f f i c e o f Q u a l i t y Standards. 
Hearings on nonphysician PSROs 
Munier announced t h a t p u b l i c hearings 
on a l t e r n a t i v e — o r nonphysician—PSROs w i l l 
be h e l d i n three c i t i e s t h i s month and next. 
The schedule i s : Baton Rouge, La,, 
A p r i l 2 0 ; Chicago, A p r i l 2 8 ; and San Fran-
cisco, May 6 . A "notice o f i n t e n t " t o 
pu b l i s h proposed ru l e s appeared i n the 
A p r i l 1 Federal Register. This type o f 
n o t i f i c a t i o n aims t o encourage p u b l i c par-
t i c i p a t i o n because i t s o l i c i t s comments 
before DHEW a c t u a l l y w r i t e s the proposed 
r u l e s . 
Groups o f nonphysicians w i l l become 
e l i g i b l e t o organize a l t e r n a t i v e PSROs a f t e r 
Jan. 1 , 1 9 7 8 . As o f l a s t month, there were 
25 areas without PSROs, but i n many o f 
these, Goran t o l d the Council, BQA expects 
physicians t o organize before the deadline. 
"We're hold i n g p u b l i c hearings i n p a r t t o 
stimu l a t e physician-sponsored PSROs t o come 
forward," he said. 
Partial backing for dentists' move 
The Council gave p a r t i a l endorsement t o 
the attempt by d e n t i s t s t o amend the PSRO 
law t o open PSRO membership t o d e n t i s t s ; 
i t was p a r t i a l support because the Council 
recommended t h a t such a c t i o n be d i s c r e t i o n -
ary f o r each PSRO. 
However, on a second request, t o expand 
the membership o f the National Council i t -
s e l f , the members demurred, c i t i n g t h e i r 
need t o consider simultaneously the repre-
sentation by other health-care p r a c t i t i o n e r s . 
They d i r e c t e d the BQA s t a f f t o prepare a 
repo r t on the e n t i r e issue. Geraldine E l l i s , 
of the D i v i s i o n of Peer Review, said a f t e r 
the meeting t h a t a report w i l l be presented 
at the next Council meeting. 
Nonphysician panel approved 
The Council approved a BQA s t a f f r e p o r t 
recommending t h a t nonphysician h e a l t h pro-
fessionals be represented on an advisory 
committee t o the National PSR Council. Such 
a group, w i t h i n f o r m a l s t a t u s , had been 
c a l l e d a l i a i s o n network (PSRO Update, March 
1 9 7 7 ) . The re p o r t w i l l go t o the DHEW sec-
r e t a r y f o r approval. 
The group, w i t h the unwieldy t i t l e o f 
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"Advisory Committee o f Health Care P r a c t i -
t i o n e r s other than Physicians." w i l l have 
15 members from the f o l l o w i n g professions: 
c l i n i c a l l a b o r a t o r y technology; d e n t i s t r y ; 
d i e t e t i c s ; medical-records a d m i n i s t r a t i o n ; 
medical s o c i a l work; nursing; occupational 
therapy; optometry; pharmacy; p h y s i c a l t h e r -
apy; p o d i a t r y ; psychology; r a d i o l o g i c t e c h -
nology; r e s p i r a t o r y ( i n h a l a t i o n ) therapy; 
and speech pathology and audiology. 
Members w i l l serve staggered terms of 
three years, and the committee w i l l meet 
q u a r t e r l y . 
Conditionals: what BQA expects 
An o u t l i n e o f BQA's plans f o r judging 
a c o n d i t i o n a l PSRO's readiness t o become 
oper a t i o n a l showed t h a t , among other r e q u i r e -
ments, the PSRO w i l l be expected t o have a 
membership of 25 percent o f the physicians 
e l i g i b l e , t o be reviewing i n 90 percent o f 
i t s acute-care i n s t i t u t i o n s and 25 percent 
of i t s long-term care i n s t i t u t i o n s , and t o be 
developing the minimum number of MCE studies 
and p r o f i l e analyses. 
These plans f o r conversion t o opera-
t i o n a l note t h a t the procedure includes 
s e l f - e v a l u a t i o n as w e l l as a DHEW evaluation 
and, p o s s i b l y , a s i t e v i s i t . The paper 
presented at the Council meeting said t h a t 
d e t a i l e d c r i t e r i a f o r conversion must f i r s t 
be developed and c i r c u l a t e d t o PSROs. 
DEMONSTRATING IMPACT 
The plan says a PSRO, i n a d d i t i o n to 
s p e c i f y i n g a number o f performance stan-
dards, must "demonstrate t h a t i t s a c t i v i -
t i e s have had some impact on the u t i l i z a -
t i o n and q u a l i t y o f area medical-care ser-
v i c e " i n order t o be converted. Such im-
pact might be shown "on those areawide 
norms o f lengths o f stay which exceed r e -
g i o n a l or n a t i o n a l l e v e l s . " 
Council member Robert T. K e l l y , M.D., 
noted t h a t "some PSROs won't demonstrate 
red u c t i o n i n l e n g t h o f stay, but w i l l demon-
s t r a t e good medical care—and t h a t ' s an 
impact." 
PIPSRO cites private-sector role 
The Council accepted a rep o r t from the 
r e c e n t l y completed P r i v a t e I n i t i a t i v e i n 
PSRO p r o j e c t t h a t urged there be a continued 
and a s s e r t i v e r o l e i n q u a l i t y assurance f o r 
the p r i v a t e sector. But t h a t r o l e may be 
more a s s e r t i v e than BQA might l i k e , judging 
from comments by d i r e c t o r Goran. 
The r e p o r t says one p r i n c i p l e support-
in g t h a t recommended r o l e i s t h a t "the 
p r i v a t e sector has the o b l i g a t i o n t o estab-
l i s h a d m i n i s t r a t i v e procedures and i n f o r -
mation systems . . . t o document the mature and 
effe c t i v e n e s s o f i t s procedures f o r review-
in g and improving care." The r e p o r t says 
another p r i n c i p l e i s t h a t DHEW's l e g a l r e -
s p o n s i b i l i t y " t o r e q u i r e p u b l i c accounting 
does not extend t o s t i p u l a t i n g the exact 
procedures t o be used i n assuring t h a t care 
i s necessary and o f acceptable q u a l i t y . " 
Goran pointed out t h a t these guided-ines 
run counter t o government p o l i c y . "Instead 
of the secretary's r e q u i r i n g r e p o r t s , t h i s 
asks f o r the p r i v a t e sector t o set r e q u i r e -
ments," he said. 
Presenting the r e p o r t , Paul J. 
Sanazaro, M.D., the p r o j e c t manager f o r 
PIPSRO, r e p l i e d t h a t there ought t o be a 
d i s t i n c t i o n between "the government's speci-
f y i n g the kinds o f data and i t s mandating 
how i t i s t o be submitted. The l a t t e r 
should be l e f t t o the p r i v a t e sector," he 
said. 
Council members ended t h i s discussion 
by choosing t o support the p r i n c i p l e s of 
the recommendation without endorsing the 
s p e c i f i c language. 
CONTRAST IN TRENDS 
Another PIPSRO recommendation c a l l s 
f o r DHEW t o assign a "working group" t o ex-
amine a j u d i c i a l t r e n d t h a t PIPSRO found 
u n s e t t l i n g : t h a t major court r u l i n g s i n mal-
p r a c t i c e cases have used n a t i o n a l standards 
i n e s t a b l i s h i n g s p e c i a l i s t - l e v e l care. 
This contrasts w i t h the PSRO program's en-
dorsement of l o c a l standards and norms. 
PIPSRO forsees a problem i n t h a t t h i s t r e n d 
may mean t h a t " l o c a l p r a c t i c e i s not a 
su i t a b l e p o i n t o f reference f o r judging the 
adequacy o f q u a l i t y o f care." 
P r i v a t e I n i t i a t i v e i n PSRO was funded 
i n 1973 by the Kellogg Foundation and i s 
sponsored by the American Association o f 
Foundations f o r Medical Care, the American 
College of Physicians, the American Hospi-
t a l Association and the American Society 
of I n t e r n a l Medicine. 
Draft on ancillary review OK'd 
BQA, which has begun t o put more a t t e n -
t i o n on the review by PSROs of a n c i l l a r y 
services, has w r i t t e n another d r a f t t r a n s -
m i t t a l i n which i t stresses t h a t a n c i l l a r y -
services review should be an i n t e g r a l p art 
of h o s p i t a l review and not regarded as an 
added r e s p o n s i b i l i t y . 
The Council approved the d r a f t , but 
i n lengthy discussion, urged the s t a f f t o 
focus on c e r t a i n uses o f a n c i l l a r y services, 
such as the standard b a t t e r y of admission 
t e s t s most physicians order r o u t i n e l y . 
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Physician reimbursement rule altered 
Since the s t a r t o f the PSRO program, 
BQA's in s i s t e n c e on a $35-per-hour r a t e of 
reimbursement f o r physicians was, t o many 
PSROs, a vexing symbol of what was wrong 
w i t h the a d m i n i s t r a t i o n of the program: I t 
lacked f l e x i b i l i t y . 
Now, t h a t p o l i c y i s headed f o r a change, 
and the set r a t e i s about t o disappear. BQA 
recommended, and the Council concurred, t h a t 
no r a t e be s p e c i f i e d . The new p o l i c y w i l l 
a l low each PSRO t o decide i t s own r a t e . 
BQA has estimated t h a t the r e s u l t w i l l 
be an average reimbursement of $50 per hour, 
r a i s i n g the t o t a l " o v e r a l l physician costs" 
from $10.6 m i l l i o n ( a t the $35-per-hour r a t e ) 
t o $lU.8 m i l l i o n when h o s p i t a l review i s 
f u l l y implemented. 
Automatic appeals review dropped 
The Council was advised t h a t s t a t e -
wide PSR councils w i l l no longer be r e q u i r -
ed t o review a u t o m a t i c a l l y every adverse 
PSRO rec o n s i d e r a t i o n . Instead, according 
t o the i n t e r i m hearings and appeals regu-
l a t i o n s published i n the Jan. 25 Federal 
Register, the statewide c o u n c i l has t o 
review such decisions only when so request-
ed by a d i s s a t i s f i e d p a r t y . 
Council member Donald C. Harrington, 
M.D., ra i s e d the question of how decisions 
on appeals can be made w i t h i n 30 days by 
a c o u n c i l t h a t i s required t o meet no more 
o f t e n than q u a r t e r l y . L a r r y Sobel of BG^A 
explained t h a t a formal meeting i s not 
necessary f o r appeals and t h a t a decision 
can be made by only two physician members. 
Sobel also c a l l e d a t t e n t i o n t o a pro-
posed change i n Chapter XIX of the program 
manual t h a t allows the statewide c o u n c i l t o 
make appeal decisions from the record and 
other documentary m a t e r i a l s and forgo r e -
q u i r i n g an appearance by the a p p e l l a n t . 
The i n t r o d u c t i o n t o the revised chapter 
notes t h a t there i s a r i g h t of personal ap-
pearance f o r a l l p a r t i e s at the PSRO consid-
e r a t i o n and f o r b e n e f i c i a r i e s and r e c i p i e n t s 
at the DHEW hearing. The change i s designed 
t o make a more "expeditious" statewide 
c o u n c i l review process. Chapter XIX says. • 
Correction 
I n l a s t month's PSRO Update, a typo-
g r a p h i c a l e r r o r r e s u l t e d i n our wrongly 
i d e n t i f y i n g W i l l i a m F u l l e r t o n ' s p o s i t i o n 
w i t h the American Association of PSROs. 
F u l l e r t o n was the d i r e c t o r of t h a t organi-
zation's Washington o f f i c e . • 
PSRO-area split proposed 
for conformity with HSA 
The f i r s t o f f i c i a l a c t i o n t o change an 
e x i s t i n g PSRO area t o conform w i t h h e a l t h 
service area boundaries was announced March 
30 i n the Federal Register. 
DHEW has proposed t o s p l i t the Akron-
area PSRO i n t o two areas t o "improve coor-
d i n a t i o n between the PSRO and other h e a l t h -
r e l a t e d a c t i v i t i e s i n the r e g i o n . " The 
Region Six Peer Review Organization, a 
planning PSRO, had requested the change; i f 
i t i s c a r r i e d out, Ohio would have 13 PSRO 
areas. Comments on the proposal w i l l be 
accepted by the Bureau of Q u a l i t y Assurance 
u n t i l May l 6 . • 
Anti-PSRO physician group 
schedules panels on UR, 
PSROs at Florida session 
The Couucil of Medical S t a f f s , a group 
of physicians opposed t o PSROs, has sched-
uled a half-day panel discussion of PSROs, 
n a t i o n a l h e a l t h insurance and u t i l i z a t i o n 
review at a board meeting t o be held May 1^ 
at Innisbrook, Fla. 
President Jose L. Garcia O i l e r , M.D., 
describes CMS as "a socio-economic a c t i o n 
group." The organ i z a t i o n i s made up of the 
s t a f f s o f hOO h o s p i t a l s , w i t h some Ul,000 
physicians and d e n t i s t s included i n the 
s t a f f t o t a l , he said. CMS, whil e strongest 
i n the New Orleans area, where i t i s based, 
has chapters i n 32 s t a t e s , Garcia O i l e r 
said i n an i n t e r v i e w w i t h PSRO Update. 
The opposition t o PSRO i s grounded i n 
a philosophy t h a t advocates the separation 
of cost monitoring from q u a l i t y m o n i t o r i n g , 
a d i s t i n c t i o n CMS believes i s not made by 
the PSRO program, Garcia O i l e r says. 
''THE GOVERNMENT'S WORK' 
"We have no o b j e c t i o n t o the govern-
ment's implementing PSROs, w i t h competent 
people," he continued, "but we don't t h i n k 
physicians should do the government's work. 
[PSRO a c t i v i t i e s are] a s t a t i s t i c a l , admin-
i s t r a t i v e f u n c t i o n of the government. We 
w i l l not p a r t i c i p a t e and we w i l l h o l d the 
government responsible f o r any damage t o 
the p a t i e n t . Every p a t i e n t i s d i f f e r e n t 
and must have d i f f e r e n t treatment; physi-
cians shouldn't have t o hew t o what a com-
puter says [about t r e a t i n g p a t i e n t s . ] " 
CMS also objects t o the expense of the 
program. "We p r e d i c t e d i t would cost 
$1 b i l l i o n per year. Now," the CMS p r e s i -
dent s a i d , "the I n s t i t u t e of Medicine 
r e p o r t , which was discussed at the Novem--
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ber National PSR Council meeting, says the 
program costs w i l l reach $ 1 b i l l i o n a year 
when the PSRO program i s i n place. ¥e said 
t h a t three years ago." 
CMS, together w i t h the s t a t e medical 
s o c i e t y , has kept PSROs out of three of fou r 
PSRO areas o f Louisiana: t h a t i s , a l l except 
the n o r t h , where the Northern Louisiana 
Medical Review or g a n i z a t i o n r e c e n t l y r e -
ceived a $ 1 1 ^ , 0 0 0 contract f o r i t s planning 
phase.• 
AAMC developing program 
for medical school teaching in 
quality assurance, peer review 
I n an attempt t o encourage the teach-
in g of quality-assurance and peer-review 
methods i n medical school, the N a t i o n a l 
Fiind f o r Medical Education r e c e n t l y awarded 
a $ 2 9 , 3 1 0 , year-long curriculum-development 
grant t o the A s s o c i a t i o n o f American Medi-
c a l Colleges. 
AAMC w i l l conduct workshops,;in f a l l 
19TT and spring 1978 t o present several 
undergraduate-level, q u a l i t y - r e v i e w program 
prototypes. 
These prototypes w i l l be developed by 
AAMC's curriculum p r o j e c t d i r e c t o r , James 
Hudson, M.D., w i t h the a i d of medical 
school f a c u l t y consultants experienced i n 
the areas of curriculum design, t h e o r e t i c a l 
aspects o f quality-assurance methods, group 
dynamics and the process o f i n s t i t u t i o n a l 
change.• 
National Council meeting set 
The next meeting o f the National PSR 
Council w i l l be May 1 6 - I 7 at HEW North, 
Washington, D.C.B 
New book gathers 
key articles on PSROs 
NEW YORK, N.Y.—A s e l e c t i o n o f impor-
t a n t a r t i c l e s on PSROs has been incorpor-
ated i n a new book, c a l l e d "PSRO Journal 
A r t i c l e s : A C o l l e c t i o n of Current Published 
A r t i c l e s Related t o the Professional Stan-
dards Review Organization," by'Morton L. 
Chalef, d i r e c t o r o f the New York State 
Support Center. 
The book includes a range o f a r t i c l e s 
dealing w i t h the mechanics o f PSRO opera-
t i o n , e a r l y debate pro and con on PSRO, the 
peer-review process, i n t e r a c t i o n w i t h other 
p r o f e s s i o n a l medical f i e l d s , and l e g a l 
assessment. A r t i c l e s appeared i n such 
p u b l i c a t i o n s as Modern Medicine, American 
Medical News, H o s p i t a l A d m i n i s t r a t i o n , New 
England Journal o f Medicine, Modern 
Healthcare, and Medical Economics. 
The book, p r i c e d at $ l 8 , has been 
published by Medical Examination Publishing 
Company, I n c . , o f 6 5 - 3 6 Fresh Meadow Lane, 
Flushing, N.Y. 1 1 3 6 5 . B 
Mid-Atlantic session due 
A meeting o f the M i d - A t l a n t i c Confer-
ence of PSROs i s scheduled f o r May 6 at 
the Sheraton Park H o t e l , Washington, D.C., 
w i t h the National C a p i t a l Medical Foundation 
serving as the h o s t . B 
Previewing PSRO confidentiality 
regs: A tendency toward 
openness-except with MCEs 
(Continued from pg. 8 ) 
ness f u r t h e r , t o a po i n t a t which MCE data 
would be r o u t i n e l y made a v a i l a b l e Cvith 
comments from the i n s t i t u t i o n ) , because, 
i n f o r m a t i o n t h a t probes a given problem i s 
important not only to the actors involved 
but also t o the pub l i c as a whole. The 
PSRO should not be a closed-shop operation. 
S e n s i t i v e data t h a t r e f l e c t substandard 
care provided w i t h p u b l i c money should not 
be t r e a t e d as p r i v i l e g e d i n f o r m a t i o n . 
Granted, the PSRO i s placed i n a pre-
carious p o s i t i o n when i t i s forced t o r e -
veal s p e c i f i c data about substandard t r e a t -
ment i n a h o s p i t a l , but release o f MCE 
data may be done i n a fashion t h a t w i l l min-
imize personal i d e n t i f i c a t i o n and m i s i n t e r -
p r e t a t i o n i f explanations accompany the 
disc l o s u r e . 
Where MCEs uncover less-than-accept-
able treatment, the p u b l i c ' s r i g h t t o know 
should outweigh the r i g h t of p r a c t i t i o n e r 
and i n s t i t u t i o n a l privacy. The f a c t t h a t 
the PSRO w i l l allow disclosure o f MCE data 
may act as one of the more important deter-
rents against substandard p r a c t i c e . Indeed, 
i t i s hard t o j u s t i f y w i t h h o l d i n g MCE data 
i n t h i s era o f p u b l i c demand f o r openness, 
( e s p e c i a l l y openness at the f e d e r a l l e v e l ) . 
Moreover, the PSRO may engender f a r less 
controversy and suspicion i f i t adopts a 
broader p o l i c y o f di s c l o s u r e , e s p e c i a l l y 
i n the MCE area . B 
John D. Blum, J.D. 
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ANALYSIS 
Previewing PSRO confidentiality 
regs: A tendency toward 
openness—except with MCEs 
A preview o f the ingr e d i e n t s of PSRO 
c o n f i d e n t i a l i t y r e g u l a t i o n s reveals a 
compromise between p r o t e c t i n g i n d i v i d u a l 
p r i v a c y and a l l o w i n g general d i s c l o s u r e . 
With the exception o f data f o r medical care 
evaluation studies, the p o l i c y reveals a 
tendency toward openness. Disclosure o f 
MCE data, on the other hand, appears t o be 
unduly r e s t r i c t e d . 
The preview came i n the form o f d r a f t 
s p e c i f i c a t i o n s f o r c o n f i d e n t i a l i t y regula-
t i o n s brought f o r discussion before the 
Nat i o n a l PSR Council meeting March 2 1 - 2 2 . 
A RA.NGE OF SPECIFICS 
While the s p e c i f i c a t i o n s do not a l t e r 
s i g n i f i c a n t l y the Bureau o f Q u a l i t y Assur-
ance p o l i c y contained i n T r a n s m i t t a l l 6 , 
they do expand previous guidelines and f i l l 
i n d e t a i l s , w i t h a range o f s p e c i f i c s , from 
the kinds o f p r i v i l e g e d i n f o r m a t i o n a PSRO 
can provide f o r Medicare and Medicaid agen-
cies and f i s c a l i n t e r m e d i a r i e s , t o r e q u i r e -
ments o f a PSRO i n t e r n a l s e c u r i t y system. 
According t o Lois Eberhard of BQA, 
who presented the document t o the National 
Council, the s p e c i f i c a t i o n s put "major 
emphasis on the disclosure of inf o r m a t i o n . 
We have d i s t i n g u i s h e d between two kinds of 
data,'" she said. One ki n d she described 
as "those which are s e n s i t i v e , are held 
i n confidence, are protected and f o r which 
disclosure i s l i m i t e d . These include i n -
formation t h a t i d e n t i f i e s i n d i v i d u a l s and 
data f o r medical care evaluation studies. 
The other k i n d o f data," Eberhard s a i d , " i n -
cludes summary s t a t i s t i c s , general research 
reports by PSROs and inf o r m a t i o n on hospi-
t a l s , except data t h a t go i n t o MCE studies." 
The s p e c i f i c a t i o n s make i t q u i t e clear 
t h a t only i n f o r m a t i o n t h a t i s personally 
i d e n t i f i a b l e t o a p a t i e n t or physician w i l l 
be p r i v i l e g e d ; h o s p i t a l data, except t h a t 
contained i n MCEs, w i l l not be subject t o 
spec i a l p r o t e c t i o n . Most h o s p i t a l data 
w i l l be subject t o release i n an aggregate 
form; but? w h i l e the h o s p i t a l cannot prevent 
such release, i t has the r i g h t t o issue 
comment, making whatever c l a r i f i c a t i o n s i t 
wishes concerning the i n f o r m a t i o n . 
BQA D i r e c t o r Michael J. Goran, M.D., 
pointed out i n the discussion at the Coun-
c i l meeting t h a t the s p e c i f i c a t i o n s contain 
"a fundamental change from present p o l i c y : 
C u r r e n t l y , we don't r e q u i r e PSROs t o r e p o r t 
h o s p i t a l i d e n t i t y t o us. [But, under the 
r e g u l a t i o n s , ] t h i s would change," he said. 
However, he said t o assuage the con-
cerns o f some Council members, i n the case 
of a h o s p i t a l so small t h a t i t s i d e n t i f i c a -
t i o n could lead t o i d e n t i f i c a t i o n o f a prac-
t i t i o n e r , the PSRO would not i d e n t i f y the 
h o s p i t a l . 
And, i n another c l a r i f i c a t i o n brought 
out at the Council discussion, Goran said 
t h a t p r i v i l e g e d i n f o r m a t i o n concerning a 
physician may be released by the PSRO t o 
medical d i s c i p l i n a r y boards e i t h e r at a 
board's request or at the d i s c r e t i o n o f the 
review o r g a n i z a t i o n . "This i s our attempt," 
he s a i d , "to t i e PSRO t o a c t i v i t i e s o f fraud 
and abuse agencies and d i s c i p l i n a r y boards, 
and s t i l l p r o t e c t t o the maximum extent 
p o s s i b l e , i n d i v i d u a l i d e n t i t i e s . " 
Some safeguards f o r the phy s i c i a n i n -
clude informing him of the dis c l o s u r e i n 
advance and all o w i n g him t o comment, allow-
ing the PSRO t o comment, and b a r r i n g the 
info r m a t i o n from being redisclosed. 
ANALYSIS AND CGI-IMENT 
As the c o n f i d e n t i a l i t y s p e c i f i c a t i o n s 
c u r r e n t l y stand, data c o l l e c t e d f o r MCEs 
must not be disclosed outside o f a PSRO 
except t o the secretary o f DHEW or t o the 
i n s t i t u t i o n s and p r a c t i t i o n e r s whose care 
was being studied. 
This, c l e a r l y , i s a DHEW p o l i c y and not 
a mandate of the PSRO law; the law i t s e l f 
does not bar release o f MCE data but makes 
t h a t decision a d i s c r e t i o n a r y one. 
I t seems t h a t the r a t i o n a l e f o r the 
t i g h t c o n t r o l o f MCEs i s the desire t o pro-
t e c t the i n s t i t u t i o n from release of data 
t h a t may prove t o have a damaging e f f e c t 
i f i n c o r r e c t l y i n t e r p r e t e d or magnified 
out of context. 
NOT A 'CLOSED SHOP' 
This blanket p r o t e c t i o n of MCE data 
seems unwarranted, f o r there may be 
instances i n which a h o s p i t a l may wish t o 
release these data t o demonstrate above-
average performance i n a c e r t a i n area. Or, 
a s i t u a t i o n could a r i s e i n which a h o s p i t a l 
wished t o present case-mix data contained 
i n an MCE t o a c e r t i f i c a t e - o f - n e e d board. 
Present p o l i c y precludes the i n s t i t u t i o n 
from doing so. 
One could press the argument f o r open-
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